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On May 15, the Mexican government announced new, liberalized foreign investment regulations.
At a press conference Monday evening, Commerce and Industry Secretary Jaime Serra Puche
described the new rules as "sweeping," aimed at the "internationalization of the Mexican economy
and turning Mexico into a world-class competitor for foreign investment." The regulations went into
effect May 16 with publication in the government's official gazette. Mexico's new regulations allow
for automatic 100% foreign participation under specified conditions, and a reduction in bureaucratic
red tape. For instance, for any investment of less that $100 million in any non-regulated sector
of the economy, "the investors should simply register the new investment they intend to make."
Foreign investors can now obtain 100% ownership in sectors such as tourism and the maquiladora
industry. The rules also permit longer-term investments in tourism projects, doubling the time
frame from 30 to 60 years; trust-fund investments in the Mexican stock exchange; and, temporary,
20-year trust fund investments of up to 100% in areas where foreign investment was previously
limited to 49% or less. The latter areas include secondary petrochemicals, such as fibers, nylon and
PVC; automobile parts; and, selected sectors of the fishing industry. Next, foreign investors will
be allowed minority ownership in some areas of the petrochemical industry and other economic
sectors which were previously barred to foreigners. Mexican law prohibits foreign investment
in strategic areas, such as the primary petroleum industry, and limits it to 49% in certain other
areas. However, foreign investments of up to 100% have been accepted for many years in the latter
areas on an arbitrary basis. Many companies, and particularly multinationals such as Volkswagen,
Ford and Ibem, have been permitted a 100% share of new Mexican subsidiaries. The previous
foreign investment regulations covered four categories: (1) Areas reserved exclusively for the state,
e.g., petroleum, mining, electricity, railways and communications. [Banking was also included in
this category, although private Mexican nationals are allowed minority holdings in the nation's
banks, all state-run.] (2) Activities reserved for Mexicans, e.g., radio and television, air, sea and
road transportation and reserved fishing areas. (3) Areas where foreigners could have a minority
participation, such as secondary petrochemicals (maximum foreign holding of 40%), automobile
parts (maximum 40%) and non-restricted fishing (49%). (4) Remaining areas, where foreigners could
have minority investment automatically, or majority holdings if approved by the National Foreign
Investment Commission. The new regulations made no changes in categories (1) and (2). In category
(3), foreigners can obtain holdings beyond the continuing minority percentages, but only through
temporary trust funds with a duration of 20 years. The trust funds, however, could cover up to 100%
of the total investment and may be renewable after the end of the 20-year period, Serra Puche said.
The temporary nature of this new, liberalized regulation appeared aimed at offsetting opposition
criticism but left the door open for extension beyond the 20 years, judging by Serra Puche's remarks.
Under category (1), eight activities are reserved for the government, and category (2) reserves 13
economic sectors for Mexican citizens. A communique by the Secretariat stated that changes the
regulations specify that foreign investment is not to be "indiscriminate," but rather to complement
national savings. Foreign creditors had called on Mexico to open up its economy foreign investment
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in return for the fresh loans and reduction of its existing debt. As of January, foreign investment in
Mexico totaled slightly more than $24 billion, with the US accounting for 62%, followed by Britain,
West Germany and Japan. (Basic data from Notimex, 05/15/89, 05/16/89; Copley News Service,
05/16/89; New York Times, 05/16/89)
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